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KEY ECONOMIC INDICATORS 


(In millions of current U.S. dollars unless otherwise noted) 


84/85* 85/86 86/87 87/88 
Projected 
Domestic Economy 
Population (’000,000) 22.9 23.6 24.3 25.1 
Population growth (%) 239 2.9 3.0 3ai 
GDP 5 072. 7,039 8,783 6,994 
Per capita GDP 221 298 361 279 
GDP in current prices # 12,678 17,598 21,957 27,975 
GDP in 1981/82 prices # 5,387 5,937 6,244 6,119 
CPI (1970=100) 1,628 2,313.6 2,788.2 N/A 
% Change in CPI 40.0 36.0 24.5 35-40 


Sectoral GDP 

(1981/82 prices) 
Agriculture 1654 661.6# 2090 836.0# 2143 857.2# 1929 428.7}# 
Industry 874 349.6# 877 350.8# 911 364.4# 889 224.8# 
Services 2232 892.8# 2254 901.6# 2445 978.0# 2500 625.0# 
Government 628 251.2# 716 286.4# 745 298.0# 791 197.8# 


Government, Money and Investment 
Government Revenue # 1467 1756 


Government Expenditures # 3029 2802 
Budget Deficit # 1562 2049 
Deficit as % GDP iges 11.6 
Monetary Base # 4421 6389 
Growth % 48.6 44.5 
Investment as % GDP 16.9 14.2 


Balance of Payment 

Imports 1114 995 
from the U.S. 64 a 

Exports 595 497 
to the U.S. 12 18 

Balance of Trade -519 -498 

Balance of Invisibles *** 285 159 

Balance of Current Acc. -234 -339 


Principal U.S. Exports (1986): Wheat ($37.4 M), 
Machinery ($12.0 M), Chemicals ($11.7 M) 
Principal U.S. Imports (1986): Gum Arabic ($12.8 M). 
Official Exchange Rates: Before Oct. 3, 1987-LS 2.5 = $1.00 
After Oct. 3, 1987-LS 4.5 = $1.00 


* Fiscal Year -- July 1 to June 30 ** Preliminary data 
*k*Excludes Foreign Assistance # In Millions of Sudanese Pounds 


Source: Bank of Sudan 





SUMMARY: The Sudanese economy is dominated by governmental 
entities which contribute more than 70 percent of new investment. 
The official private sector’s main areas of activity are trading 
and mechanized, rain-fed agriculture with most private sector 
industrial investment pre-dating 1980. Other Arab countries have 
become the predominent sources of foreign investment in Sudan. In 
recent years, American private investment has been limited to oil 
exploration and agribusinesses such as hybrid seed production. 


As of January 1, 1988, Sudan’s external debt was almost one and a 
half times its gross domestic product. The Government of Sudan 
suspended payment on most of its external debts following the fall 
of the Nimeiri regime in April 1985. Debt to commercial banks 
stands at $1.9 billion. Sudan is ineligible for loans from the 
International Monetary Fund (IMF) as a result of its failure to 
make $770 million in payments due since April 1985. Sudan’s 
arrearages to the IMF constitute one-third of the worldwide late 
payments due that organization. 


After coming to power through democratic elections in April 1986, 
the government tried to avoid having to deal with the IMF and to 
develop an economic program which would not distress the 
electorate, especially residents of the tri-city capital area. 


When it became apparent that the Sudanese economic situation was 
continuing to deteriorate, the government opened discussions with 
the IMF, supported by the World Bank, on an economic reform and 
stabilization program. In August 1987, the government reached a 
1-year understanding with the IMF, which included a modest 
devaluation and unification of the exchange rate; limitation on 
the growth of the money supply; price increases on gasoline, sugar 
and cement; an increase in taxes; a commitment to make explicit, 
within the budget process, subsidies for government-owned 
companies; and changes in Islamic banking practices. The 
government also undertook to develop a 4-year comprehensive plan 
which would decrease regulation of and enhance opportunities for 
the private sector; reform public sector companies to reduce 
subsidies and to make them profitable; and to continue to close 
the gap between government revenue and expenditures. 


On October 3, 1987, the Minister of Finance formally announced 
adoption of the reform program, including devaluation of the 
Sudanese pound from 2.5 to 4.5 to the dollar. The 4-year plan is 
supposed to be completed before a donors’ meeting tentatively 
scheduled this year. The 4-year plan will include a list of 
development projects that should provide opportunities for the 
sale of U.S. goods and services. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Attempts at Economic Reform: In April 1985, the Nimeiri regime 
fell to a popular uprising brought on in large measure by that 
regime’s failure to solve Sudan’s economic problems, which were 
rooted in the government’s attempts to control the Sudanese economy 
and to avoid necessary economic adjustments. In order to avoid the 
distress of such adjustments, the Nimeiri regime borrowed heavily 
to subsidize consumption and to invest in highly questionable 
industrial ventures. These subsidies and industries produced no 
long-term benefits, and Sudan’s debts to the International Monetary 
Fund (IMF), commercial banks, and other bilateral and multilateral 
lending agencies soared. 


In an attempt to deal with this growing debt, Sudan entered into a 
series of IMF agreements and Paris Club rescheduling exercises. 
The Sudanese Government was unable to bring itself to make the 
major economic adjustments that would be necessary to meet its IMF 
commitments, and the only result was a series of devaluations that 
had only temporary effects. These failures convinced a large part 
of the Sudanese populace that IMF programs only bring pain without 
any benefits. 


In 1984, Sudan reached yet another agreement with the IMF. It 
seems likely that the Nimeiri regime had decided to implement the 
necessary measures to make this agreement work. The shock of the 
resulting price increases caused unrest in Khartoum, and the 
Nimeiri regime was forced to back off. This reversal, combined 
with increasing hardships as a result of a major drought resulted 
in growing unrest and the final collapse of the Nimeiri regime in 
April 1985. 


After considerable hesitation, the Sudanese military stepped in to 
restore order and set up a l-year transitional government. This 
transitional government, seeing itself in a caretaker role, was 
content to stay with the old economic policies. After democratic 
elections, held in most areas of the country except regions in the 


south in rebellion, the current government took power in April 
1986. 


The elections did not yield a majority for any party. Sadiq el 
Mahdi, leader of the largest party in the National Assembly, the 
Umma Party, formed a coalition government with the Democratic 
Union Party (DUP) with several of the southern parties in a minor 
role. This government was marred by continual jockeying of the 
DUP and the Umma parties, and little attention was paid to the 
economy for the government’s first year in power. The economic 





situation continued to worsen. Finally, in early summer 1987, the 
government was forced to address the deepening economic crisis by 
calling on the IMF and the World Bank (IBRD). A "shadow" 
agreement, hammered out in early August, required the Sudanese 
Government to undertake certain reform measures. In exchange for 
implementing these reforms, the IMF and the World Bank undertook 
to make best efforts to obtain donor assistance to meet Sudan’s 
short-term needs. 


On October 3, the Minister of Finance announced implementation of 
this agreement which included devaluation, price increases for 
sugar and gasoline (politically sensitive items), new government 
taxes, and customs duties and controls on government expenditures. 
The government undertook to develop a 4-year comprehensive economic 
reform and stabilization program that would include reform of the 
government-owned companies (parastatals) and the civil service, 
freeing up of the heavily regulated private sector, and a set of 
development projects directed at rehabilitating existing 
infrastructure. 


The shadow agreement also called for the introduction of a 
compensatory banking system that would allow banks, within the 
Islamic banking system, to pay a set return on deposits based on a 
fixed percentage of the deposit and to charge fees on loans also 


set at a fixed percentage of the loan. These percentages were to 
be based on projected inflation rates and were designed to make 
both the depositor and banks whole. After some confusion, it 
became apparent that this compensatory banking system was to be in 
addition to rather than in substitution for the existing Islamic 
banking system. 


On December 2, a Heads of Delegation meeting was held in Paris 
under World Bank auspices to review the Sudanese short-term plan 
and to try to meet Sudan’s balance-of-payments gap for the Sudanese 
fiscal year ending June 30, 1988. The U.S. Government pledged $65 
million at this meeting. Other donors made pledges totaling $227 
million, including U.S. assistance. Given the difficulty of 
translating pledges into actual goods delivered, it is unclear at 
this time whether in fact Sudan’s balance-of-payments gap for the 
current fiscal year will be bridged. 


In February 1988, an IMF/World Bank mission to Sudan reviewed the 
status of the government’s adherence to the shadow agreement. The 
team found that Sudan was in full compliance with the agreement, 
with the exception of exceeding borrowing ceilings by a small 
amount. 





The next step in the reform process will be developing the 4-year 
reform program in preparation for a consultative group meeting 
tentatively scheduled for the end of May. This meeting will 
review and evaluate the plan, address Sudan’s needs for external 
assistance over the next several years, and seek a means of 
resolving Sudan’s external debt crisis. 


Sudan’s Economic Performance Over the Last Year: During the 
meetings with the IMF last summer, it was projected that the 
Sudanese economy would grow at a real rate of 4.5 percent for the 
fiscal year ending June 30, 1988. However, agricultural production 
has not met expectations; the harvest of sorghum and millet, 
Sudan’s principal food grains, fell 60 percent. This decline can 
be attributed to a 35 percent reduction in acreage planted and to 
insufficient rains or rains that came at the wrong time. The 
acreage decline appears to be the result of farmers, discouraged 
by low, government-set prices in 1987, switching into other crops, 
such as peanuts. 


Sugar production is expected to be off by 10 percent mainly 
because of failure to replant. Cotton production should be about 
the same as last year. On the bright side, production of peanuts, 
sesame, gum arabic, and sun flower seeds have increased. 


Overall, agricultural production is expected to decline by about 
10 percent. As agriculture makes up nearly two-fifths of Sudan’s 
gross domestic product (GDP), this decline will result ina 2 
percent decline in GDP. On a per capita basis, this means a 
decline of 4.5 to 5 percent. 


Heavily dominated by government-owned companies, the Sudanese 
economy suffers from many problems. For example, the grossly 
overstaffed state railways system has almost collapsed as a result 
of a lack of financing to repair track and rolling stock. Carrying 
as much as four-fifths of the freight between Port Sudan and 


Khartoum in the late 1970s, the railway now carries 10 percent of 
the traffic. 


In an attempt to deal with shortages of consumer and industrial 
goods, the government in August 1987 established an "own resources" 
import program. Under this plan, a private importer can order 
goods, open a letter of credit (L/C) with a bank, and pay the L/C 
when the goods arrive at Port Sudan. The foreign exchange is 
supposed to be from the merchants “own resources," i.e., privately 
held foreign exchange. Once imported, the goods are supposed to 
be sold at cost based on the official rate of exchange plus a set 
percentage profit. Merchants tend to disregard this requirement 





for consumer goods, but it has created a pricing problem in the 
industrial sector. 


Sudan’s industrial plants operate at about 30 percent of capacity 
with some units producing at as low as 4 percent and others closed 
entirely. Shortages of imported inputs and spare parts are a 
common cause of this problem, but government pricing policies add 
significantly to the problem. The importation of spare parts and 
inputs might be possible under Sudan’s "own resources" import 
program but price controls make such imports unprofitable. 


Possible Outline of the 4-Year Program: Most observers agree that 
major reforms of the Sudanese economic system will be required to 
realize Sudan’s potential as a major agricultural exporter. Sudan 
has the potential to increase areas under cultivation and to 
introduces new methods. This could result in large, exportable 
surpluses and the foreign exchange earnings needed to meet Sudan’s 
external requirements. Sudanese businessmen have shown themselves 
to be astute merchants both domestically and internationally. 


Deregulation of the private sector through the removal of price 
controls on most products and greater flexibility on the others is 
likely to be a major part of the reform program. The government 


may also allow private traders to become involved in the export of 
some products monopolized by state trading companies. 


Reform of the state-owned companies is likely to be limited to a 
small group initially. Under the leadership of the World Bank and 
with the support of donors such as the United States, this 
experimental group would be assisted in reducing staff and 
increasing efficiency. For the foreseeable future, exchange rate 
adjustments are likely to be limited to amounts necessary to allow 
most primary producers to export their products without government 
subsidies. Civil service reform is likely to be very slow. 


If deregulation of the private sector results in significant 
improvement in economic performance, the government may then be in 
a position to expand reform without bringing the citizens of 
Khartoum into the street. 


Labor: Terms of employment are governed by the Workers’ Employment 
Act, now being revised. The current legislation provides that only 
the government employment offices may act as an outside employment 
agency. Recent graduates and unemployed workers are supposed to 
register with this office and the Ministry of Labor. At present, 
there are 18,000 unemployed university and college graduates; the 
ministry estimates that Sudan needs to create 250,000 jobs per 





year. The mandated minimum wage, recently increased to $20 per 
month, varies for different classes of workers, but is so low that 
it applies to a relatively small percentage of workers in private 
industrial and commercial establishments. 


IMPLICATIONS FOR THE UNITED STATES 


TRADE OPPORTUNITIES FOR AMERICAN BUSINESSES: The "own resources" 
import program has sparked a significant upswing in Sudanese 
imports of consumer goods. If the price control system is 
liberalized as part of the reform program, there will be increased 
demand for spare parts for American-built machinery, trucks and 
farm equipment. The government is considering a proposal to 
encourage the importation of farm machinery and earthmoving 
equipment, which would offer opportunities for American manufac- 
tures. In addition, U.S. Agency for International Development 
provides funding for both projects and the import of commodities. 


Of great importance to American business interested in Sudan are 
the development projects to be included in the 4-year plan which 
would increase Opportunities for the private sector. Much of the 
funding for these projects is likely to come from untied sources 
such as the World Bank and the Saudi and Kuwaiti Development 
Funds. Two possible projects will be the renovation and 
heightening of the Rosieres Dam on the Blue Nile and the 
rehabilitation of the Gezira irrigation scheme. The American 
Embassy’s reports on these and other projects will be available 
through the Department of Commerce’s Trade Opportunities Program 
(TOP), which includes information on government tenders and 
Commerce’s major projects program. 


The American Embassy strongly recommends the use of a local agent, 
although one is not required by Sudanese law. Personal contact is 
very important to sales efforts in Sudan. A Sudanese agent 
understands local trading practices and has the contacts both 
within the government and with private Sudanese businessmen needed 
to make sales. The Embassy’s Economic/Commercial Section is 
prepared to assist American business interested in finding a 
suitable agent through the Department of Commerce’s Agent/ 
Distributor Service (ADS). Information on this highly effective 
service as well as the Trade Opportunities Program is available 
through the Department of Commerce’s district offices conveniently 
located throughout the United States. 


GOVERNMENT ATTITUDE TOWARD FOREIGN INVESTMENT: Foreign and 
domestic investment in the Sudan is governed by the Encouragement 
of Investment Act, 1980. This act vests the Minister of Finance, 





in consultation with the minister responsible for the sector 
concerned (e.g., energy and mining industry, agriculture), with 
the authority to issue investment licenses. The official policy 
of the Government of Sudan is to welcome foreign investment. 

While new Western investment in recent years has been limited to 
oil exploration and some agricultural seed development projects, 
actions by government officials on these applications appear to 
follow the official policy. Arab investment from Saudi Arabia, 
Kuwait, the U.A.E., and Egypt is welcome and operates with minimal 
restrictions. The Encouragement of Investment Act guarantees 
repatriation of earnings and capital. In practice, extreme 
shortages in foreign exchange have prevented most foreign-owned 
businesses in Sudan from remitting profits since early 1985. A 
proposed revision of the Encouragement of Investment Act would 
permit investors to use a certain percentage of export earnings to 
remit profits and to import spare parts and inputs. For more 
detailed information, a January 1988 "Investment Climate 
Statement" is available from the Office of Africa, Room H-3317, 
International Trade Administration, Department of Commerce, 
Washington, D.C. 20230. 
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Show the world what 
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now! 


aa 
AMERICAN INGENUITY 


American business is known around the world 
for its inventiveness, its competitiveness, and 
its ingenuity. Take advantage of America’s 
reputation and increase your profits through 
export. COMMERCIAL NEWS USA magazine 
- a showcase of American ingenuity - can get 
your message directly to over 80,000 business 
and government executives worldwide. 


Your company is part of the American business 
tradition. Join the thousands of U.S. firms each 
year that generate overseas interest and 
thousands of dollars in sales from listing their 
product in only one issue. You, too, can use 
this publication to find new overseas agents, 
distributors, licensees or end users for your 


product. 


Promoting your product, service, or trade and 


New and productive markets 
are waiting to see the results of 
your ingenuity -let the world know 
what you’ve come up with now. 


COMMERCIAL NEWS USA is the official 


technical publication in COMMERCIAL NEWS @) export magazine of the U.S. Department of 


USA is easy and cost effective. For less than 
$200 - a fraction of the cost of commercial 
advertising - you can test the world market for 
your new product or service. It’s a great way to 
begin exporting or expand your current 
exporting activities. 


@) Commerce. Call the Department of Commerce 


District Office nearest you for more 
information on COMMERCIAL NEWS USA or 
the many other export assistance 

programs we have for you. You'll find 

a listing of the District Offices on 

page 144 in this publication. 


Commercial News USA is published by USDOC’s U.S. and 


Foreign Commercial Service, your global network of trade 
professionals. 
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